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department  of  industrial  administration 

COLLEGE  OF  TECHNOLOGY  MANCHESTER 

Recent  Thoughts  on  the 
Government  of  Industry 

By  R.  H.  TAWNEY,  B.A. 

A Lecture  given  on  February  17,  1920. 

A CONSIDERATION  of  the  proposals 

which  are  being  advanced  for  a change 
in  the  government  of  certain  great  in- 
dustries is  at  the  present  time  not  merely 
^ of  speculative  interest  but  of  immediate 
and  practical  moment.  It  may  be  objected,  of  course, 
that  it  is  not  in  this  region  that  the  most  urgent  of  the 
problems  before  us  reside.  The  economic  machinery 
of  the  world  has  been  broken  down.  Great  Britain 
herself  suffers  from  a depreciated  currency,  a load  of 
debt,  loss  of  profitable  markets,  and  from  the  back- 
wardation in  the  equipment  of  certain  industries  which 
are  the  consequence  of  five  years  of  war.  Over  a 
great  part  of  Europe  there  is  chaos.  Both  the  material 
and  the  moral  conditions  of  economic  activity  have 
been^  shattered.  In  Austria  and  Germany  the  ques- 
tion is  not  under  what  kind  of  constitution  industry  is 
to  be  carried  on,  but  whether  industry  can  be  carried 
on  at  all.  In  such  circumstances,  it  may  be  urged, 
only  one  need  is  paramount,  and  only  one  need 
deserves  attention.  It  is  production  and  ever  greater 
production.  If  the  world  is  to  recover,  the  first  con- 
dition is  a great  increase  in  the  output  of  industry. 
Paper  schemes  of  industrial  reorganisation  can  wait 
until  that  condition  has  been  satisfied. 

That  view  is  plausible.  But  as  far  as  this  country, 
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at  least,  is  concerned,  1 believe  it  to  be  a superjficial 
one.  In  reality,  the  question  of  industrial  govern- 
ment has  become,  not  through  design,  but  by  the 
mere  logic  of  industrial  development,  no  longer  a 
theoretical,  but  an  eminently  practical  one.  If  before 
1914  it  was  still  in  the  region  of  paper  programmes, 
it  has  since  become  an  issue  upon  the  settlement  of 
which  (apart  from  other  considerations)  the  produc- 
tivity of  several  industries  very  intimately  depends. 
Even  during  the  war,  when  it  became  necessary  to 
reorganise  certain  industries  with  a view  to  increasing 
supplies  or  economising  materials,  it  was  found  that 
the  indispensable  reorganisation  could  be  carried  out 
only  if  they  were  endowed  with  a provisional  con- 
stitution on  which  all  interests  were  represented.  I 
need  mention  only  the  coal-mining  organisation  com- 
mittee, composed  of  representatives  of  the  Miners’ 
Federation  and  the  Mining  Association,  with  local  pit 
committees,  which  were  established  to  secure  increased 
output,  or  the  woollen  control  board  in  the  Yorkshire 
textile  trade.  At  the  present  time  the  question  un- 
doubtedly, apart  from  the  termination  of  mere 
economic  chaos  on  the  Continent,  is  the  most  important 
with  which  industrial  societies  are  faced.  It  has  re- 
sulted in  the  attention  of  students  and  social  reformers 
being  diverted  from  the  questions  of  poverty,  which 
were  their  preoccupation  ten  years  ago,  and  concen- 
trated on  questions  of  control.  It  has  obviously  given 
a new  direction  to  Trade  Union  activity,  which  no 
longer  is  satisfied  with  bargaining  for  improved  con- 
ditions, but  aims  at  the  conversion  of  the  personnel  of 
industry  into  a self-governing  profession,  serving  the 
public.  It  has  been  paid  a lip-service  by  the  Govern- 
ment in  proposals  which  admit  the  urgency  of  the 
problem,  if  they  contribute  little  to  its  solution.  In 
Great  Britain  it  has  provided  alternative  proposals  for 
the  reorganisation  of  the  three  ^reat  industries  of 
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building,  mining,  and  railway  transport.  In  Germany 
It  has  become  a burning  question  in  connection  with 
^e  second,  in  America  in  connection  with  the  third. 
To  waive  on  one  side  so  general  a movement  as  the 
creation  of  agitators  or  the  invention  of  intellectuals 
betrays  a levity  or  ignorance  which  is  positively 
terrifying.  It  commands  support  because  it  appears 
(rightly  or  wrongly)  to  meet  certain  definite  needs,  of 
which  increasing  numbers  of  men  and  women  are 
increasingly  conscious.  If  those  needs  were  not 

acutely  felt  the  seed  sown  by  propagandists  would 
fall  on  barren  ground. 

Nor  is  the  movement  one  which  those  who  are 
interested  primarily  in  the  recovery  of  economic  pros- 
perity can  afford  to  neglect,  or  which  is  irrelevant  to 
the  question  of  economic  efficiency.  On  the  con- 
trary, it  is  vitally  connected  with  it.  Efficient  pro- 
duction depends  partly  upon  material  conditions, 
equipment,  and  organisation,  partly  upon  personal 
qualities,  the  skill  of  the  management  and  the  worker, 
partly  upon  psychological  conditions,  confidence,  good 
will,  and  a belief  in  the  reasonableness  and  justice  of 
the  system  under  which  men  work.  Of  these  the 
first  has  received  more  attention  than  the  second,  and 
the  second  than  the  third.  Yet  the  third  is  the  most 
important,  since  the  application  of  the  two  first  de- 
pends upon  them.  The  waste  arising  in  the  past 
from  the  neglect  of  these  imponderables,  from  the 
exclusion  of  the  mass  of  the  workers  from  respon- 
sibility, from  the  attitude  expressed  in  the  words, 

“ Your  job  is  to  work,  we’ll  do  the  thinking  for  you,’’ 
from  the  irritation  and  apathy  produced  by  working 
under  irresponsible  and  sometimes  autocratic  authority, 
from  the  insecurity  of  tenure  which  characterised  most 
industries,  and  from  the  distribution  of  surpluses  to 
functionless  shareholders  which  was  the  aim  of  nearly 
all — such  waste  was  incalculable.  Prior  to  the  war 
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however,  it  was  concealed,  because  the  willingness  of 
the  personnel  of  industry  to  co-operate  in  production 
without  raising  fundamental  questions  as  to  the  con- 
stitution and  government  of  industry,  could  nominally 
be  taken  for  granted.  To-day  that  assumption  is 
possible  only  to  the  very  short-sighted.  EoiiTt-iias 

(become  evidentjdiat  in  some  mdi^ries,  at  least,  quit^ 
apart^  from  such  de^iencies^f  organisation 
revealed  by_  inquiry  intd~thT~coal  industry,  a radical 
change  in  their  constitution  and  government  is  a 
condition  of  the  effective  working  of  the  human  beings 
upon  whom  all  economic  efficiency  ultimately  depends. 

The  evidence  upon  that  point  naturally  cannot  be 
reduced  to  figures.  It  is  a matter  of  weighing  the 
present  condition  of  various  industries,  and  judgments 
will  naturally  differ  as  to  the  result.  But  the  testi- 
mony comes,  not  only  from  one  school  of  t'  ought, 
but  from  witnesses  who  cannot  reasonably  be  suspected 
of  bias.  When  the  committee  of  employers  and 
t workers  which  produced  the  Foster  Report  on  the 
building  trade  investigated  the  alleged  restrict-'  n of 
output,  the  principal  causes  of  it  to  which  they  trailed 
attention  were  the  dislike  of  unlimited  profit-making, 
the  fear  of  unemployment,  and  the  absence  of  re- 
sponsibility on  the  part  of  the  worker  for  the  conduct 
of  the  industry.  When  Mr.  Justice  Sankey  analysed 
conditions  in  the  mining  industry,  the  point  which  he 
emphasised  most  in  his  first  report  was  the  waste  of 
human  capacity  arising  from  its  autocratic  government. 
Differing,  as  they  did,  in  their  other  proposals,  both 
the  majority  and  the  minority  of  the  German  Com- 
mission on  the  socialisation  of  coal  mines  agreed  that 
the  first  condition  of  the  efficient  conduct  of  the  in- 
dustry is  what  they  call  “ democracy  in  the  works.”  >■ 
The  perpetual  complaints  of  employers  that  machinery 
is  not  worked  to  its  full  capacity  would  appear  to  point 
to  the  same  fact — that  industry  is  at  present  working 
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against  the  grain — though  they  do  not  in  my  judgment 
usually  offer  a valid  explanation  of  it. 

4 In  every  case  the  candid  inquirer,  even  if  he  starts 

!i  by  assuming  the  existing  relationship  between  capitalist, 

1^1  management,  worker,  and  general  public,  and  inquiring 

I'  only  how  industry  can  be  conducted  most  efficiently 

on  the  basis  of  it,  is  driven  in  his  search  for  causes  to 
a reconsideration  of  the  character  and  effects  of  that  . 
relationship  itself.  For  this  reason  changes  which 
,i  used  to  be  urged  for  social  or  humanitarian  reasons, 

and  to  be  resisted  on  grounds  of  industrial  efficiency, 

! are  now  finding  in  considerations  of  industrial  efficiency 

one  of  the  main  arguments  to  support  them.  It 
almost  appears  as  though  in  some  industries  the  pre- 
war organisation  had  run  down  and  could  not  deliver 
the  goods.  For  the  truth  is  that  the  conditions  of 
I industrial  efficiency  have  for  some  time  been  under- 

going a change.  The  industrial  absolutism — the  con- 
jl\  centration  of  economic  authority — which  was  the 

jl  creation  in  most  industries  of  the  last  century,  and 

which  was  supposed  to  be  the  guarantee  of  effective 
production,  is  in  certain  industries  to-day  conspicuously 
breaking  down.  Always  inhuman,  it  is  ceasing  to 
I possess  even  the  qualities  of  its  defects.  It  is  failing 

in  the  very  sphere  of  economic  effectiveness  which 
was  the  criterion  of  its  own  selection.  And  the 
weaknesses  which  could  be  ignored  in  a time  of  com- 
parative prosperity,  reveal  themselves  with  irresistible 
plainness  when  the  nation  is  crying  out  for  houses  and 
- the  world  for  coal.  It  is  not  an  accident  that  the 

most  drastic  scheme  of  industrial  reorganisation  should 
have  been  advanced  in  the  two  industries,  the  products 
of  which  are  most  urgently  needed  at  the  present  time. 

J On  the  one  hand,  the  absolutism  which  was  the 

f rule  during  the  first  three-quarters  of  the  nineteenth 

' century  has  been  circumscribed  by  trade  unionism 

and  by  legislation,  which  in  extracting  some  of  its  social  ' 

t 
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vices  have  also  extracted  some  of  its  economic  virtues. 

On  the  other  hand,  it  meets  an  increasing  body  of 
revolt  arising  from  scepticism,  both  as  to  its  moral  i 

V reasonableness  and  as  to  its  professional  competence.  t 

The  result  in  some  industries,  where  the  process  has 
gone  furthest,  as  in  coal  mining,  is  something  like  a 
paralysis  arising  from  a balance  of  power.  In  such 
circumstances  to  preach  increased  output,  while  re- 
fusing to  consider  the  psychological  obstacles  which 
hinder  it,  is  to  ignore  the  very  centre  and  heart  of 
the  problem,  and  to  assume  the  permanence  of  pre- 
cisely those  human  relationships  in  which  increased 
output  finds  its  greatest  impediment.  If  on  the  credit 
side  of  our  existing  industrial  organisation  must  be 
set  elasticity,  initiative,  and  enterprise,  on  the  debit  side 
must  be  placed  the  growing  load  of  ill-will  by  which  i 

it  is  accompanied.  The  scientific  spirit  required  that 
all  preconceptions  as  to  the  permanence  of  this  or  ' 

that  legal  or  economic  arrangement  should  be  dis-  f ) 

carded,  and  that  all  factors  should  be  taken  into  account. 

Any  organisation  of  industry  will  work  only  in  so  far 
as  men  will  work  it,  and  serious  students  will  treat 
that  increasing  repugnance  to  the  government  of  in- 
dustry by  the  agents  of  shareholders  for  the  profit  of 
shareholders  as  one  of  the  fundamental  factors  with 
which  any  scheme  of  industrial  organisation  must 
reckon. 

They  will  refrain,  therefore,  from  repeating  the 
appeal  to  motives  which  are  plainly  ceasing  to  move, 
and  from  sighing,  with  some  respectable  and  intelligent 
business  men,  for  the  one  Utopia  which  can  never  be 
realised — the  restoration  of  the  golden  age  of  the 
’sixties  and  ’seventies,  when  workmen  were  docile  and 
confiding,  and  trade  unionism  was  still  half  illegal,  ; 

and  prices  were  rising  a little  and  not  rising  too  much, 

' and  foreign  competition  meant  British  competition  in  | 

foreign  countries.  They  will  recognise  that  the  transi-  | 
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tion  to  a different  type  of  industrial  government  will 
be  difficult,  that  it  will  involve  time  and  experiment, 
and  that  a considerable  number  of  industries  are  not 
yet  ripe  for  it.  But  they  will  reflect  that  the  single  ^ " 
greatest  economic  loss  incidental  to  industry  to-day. is 
the  failure  of  its  existing  organisation  to  win  the  con- 
fidence of  the  mass  of  workers  on  whom  its  success 
depends,  and  that,  if  it  is  important  to  increase  the 
output  of  wealth,  it  is  not  a paradox,  but  the  statement 
of  an  elementary  economic  truism,  to  say  that  a change 
which  evolved  cordial  and  constructive  co-operation 
on  their  part  would  do  more  to  produce  that  result 
than  the  discovery  of  a new  coal-field  or  a generation 
of  scientific  invention.  They  will  be  the  more  anxious 
on  that  account  to  hasten  ’the  necessary  changes  in 
those  industries  which  are  ready  for  them,  and  to  use 
the  experience  to  be  derived  from  them  as  a basis  for 
future  developments. 

Such  changes  to  be  effective  must  deal  with  the 
real  roots  of  industrial  malaise^  and  not  merely  be  a 
device  for  concealing  it  beneath  elegant  phrases.  They 
may  proceed  slowly,  indeed  they  can  hardly  help  doing 
so,  but  unless  they  are  to  disturb  everything  and  settle 
nothing,  they  must  start  at  the  right  point  and  proceed 
in  the  right  direction.  Nor  do  I think  that  any  one 
who  will  make  a broad  survey  of  industrial  movements 
in  his  own  and  other  countries  can  feel  much  doubt 
as  to  what  those  points  are,  however  fully  he  may 
appreciate  the  difficulty  of  dealing  with  them.  On 
the  one  hand,  there  is  the  question  of  the  purpose  for 
which  industry  is  carried  on,  of  its  relation  to  the 
consumer,  of  its  function,  which  involves  the  whole 
question  of  the  disposal  of  any  surplus  which  arises 
when  all  costs  have  been  met.  On  the  other  hand, 
there  is  the  question  of  the  internal  organisation  of  an 
industry,  of  the  relation  between  the  different  groups 
engaged  in  it,  and  in  particular,  of  the  point  in  which 
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authority  and  responsibility  for  the  conduct  of  in- 
dustry is  to  reside.  At  the  present  time,  under  the 
' joint-stock  organisation  which  is  normal  in  all  the 
great  industries  except  agriculture  and  building,  pro- 
duction is  organised  by  the  agents  of  the  owners  of 
capital  for  the  pecuniary  gain  of  the  owners  of  capital. 
It  is  successful  if  the  return  to  them  in  dividends  is 
considerable.  It  is  a failure  if  it  is  not.  The  owner- 
ship of  industrial  capital  carries  with  it,  broadly  speak- 
ing, three  rights,  the  right  to  interest,  the  right  to 
residuary^  profits  (if  any),  and  the  right  of  control. 
The  considerations  which  make  the  two  last  the  storm 
centre  of  the  industrial  situation  are  familiar,  and  I 
need  not  elaborate  them.  Capital  is  an  instrument 
the  function  of  which  is  to  assist  the  labour  of  human 
beings,  as  a man  uses  a bicycle  to  enable  him  to  get 
more  quickly  to  his  work.  A price  must  be  paid  for 
it,  which  is  interest,  because  it  cannot  be  got  without 
it.  But  when  the  owner  is  paid  its  price,  he  has  been 
paid  his  due,  and  any  surplus  which  he  receives  is 
waste.  Again,  labour  consists  of  persons,  capital 
consists  of  things.  Things  should  be  employed  in 
the  service  of  persons,  not  persons  in  the  service  of 
the  owner  of  things.  The  centre  of  authority  is 
industry,  and  therefore  should  not  be  the  owners  of 
capital  or  their  agents,  but  the  working  personnel. 

I make  no  comment  on  these  positions  ; nor,  of 
course,  are  they  novel.  What  is  novel  is  the  elabora- 
tion in  great  detail  by  public  or  semi-public  bodies, 
and  with  argument  and  counter  argument  of  the 
policies  needed  to  give  effect  to  them.  But  I do  not 
think  any  one  can  doubt  that  it  is  on  these  two  points 
that  the  industrial  struggles  of  the  coming  generation 
will  turn.  Proposals  for  securing  industrial  peace, 
which  ignore  them,  may,  like  the  Whitley  policy,  be 
harmless,  well-intentioned,  and  even  useful  in  detail. 
But  they  alter  little,  for  they  assume  precisely  the 
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continuance  of  these  relationships  which  are  at  present 
at  issue.  The  most  alarming  failure  in  the  industrial 
situation  is  in  my  opinion  the  apparently  invincible 
repugnance  of  many  of  those  who  direct  industry  to 
realise  that  what  is  now  under  criticism  is  not  merely 
the  incidental  evil  of  industrial  life,  but  the  whole 
system  of  organisation  which  enables  a few  hundred 
thousand  men  to  direct  the  labour  of  the  remainder 
of  the  population  for  their  own  pecuniary  gain  and 
self-aggrandisement.  The  development  of  industry, 
the  spread  of  education,  and  the  growth  of  Trade 
Unionism  appear  to  me  to  have  brought  us  to  a 
point  at  which,  at  any  rate  in  certain  industries,  the 
mass  of  workers  are  not  prepared  to  give  their  best 
to  any  system  under  which  the  residuary  profits  of 
their  industry  pass  to  functionless  shareholders,  and 
the  authority  which  determines  industrial  policy  con- 
sists  of  the  agents  of  property  to  the  exclusion  both 
of  the  consumer  and  the  working  personnel.  When, 
as  in  the  coal  industry,  that  point  has  been  reached, 
the  refusal  to  face  these  issues  results  in  a kind  of 
industrial  paralysis,  of  which  the  principal  victim  is  ' 
the  general  public.  The  course  of  wisdom  for  the 
consumer  appears  to  me  to  be  to  accept  this  attitude, 
in  so  far  as  it  is  established,  as  a fact,  and  to  consider 
the  methods  by  which  the  transition  to  the  new  type 
of  industrial  government  can  be  brought  about  in  , 
those  industries  which  are  ready  for  it. 

There  are  in  theory  four  ways  by  which  the  control 
of  industry  and  of  residuary  profits  by  the  agents  of 
property  may  be  ended,  and  in  the  course  of  the  last 
year  all  of  them  have  been  brought  before  the  public. 
They  may  abdicate.  They  may  be  frozen  out  by  action 
on  the  part  of  the  working  personnel  of  industry,  which 
itself  undertakes  such  functions,  if  any,  as  they  have 
performed.  Their  interest  may  be  limited  or  attenu- 
ated till  they  become  mere  rentiers^  who  receive  a 
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fixed  payment,  analogous  to  that  of  a debenture- 
holder,  but  receive  no  profits  and  bear  no  responsibility 
for  the  organisation  of  industry.  They  may  be  bought 
out.  The  first  method  is  substantially  that  proposed 
by  Mr.  Malcolm  Sparkes  in  his  interesting  memoran- 
dum on  the  reorganisation  of  the  building  industry, 
which  proposes  that  firms  should  voluntarily  transfer 
their  capital  to  a new  building  guild.  So  far  as  I 
know,  it  has  never  occurred  in  the  past,  except  possibly 
in  the  case  of  owners  of  land  in  a period  of  social 
upheaval.  The  second  is  that  contemplated,  if  I 
understand  rightly,  by  the  builders’  guild  now  in 
process^  of  formation  in  Manchester  and  elsewhere. 
The  third  is  that  proposed  by  the  Foster  Committee 
which  reported  last  August,  which  proposed  that  em- 
ployers in  the  building  trade  should  be  paid  a fixed, 
and,  in  the  case  of  firms  certified  to  be  efficient,  a 
guaranteed,  rate  of  interest  on  their  capital,  but  that 
all  surplus  profits  should  be  paid  to  and  administered 
by  a central  body  representing  workers  and  employers, 
employers  qua  ^ managers,  not  qua  capitalists.  The  . 
fourth  is  farniliar.  It  has  repeatedly  been  practised 
by  municipalities,  less  often  by  national  governments, 
and  has  recently  been  the  basis  of  the  programme  of 
the  Miners’  Federation. 

Assuming  that  certain  industries  have  reached  a 
point  where  their  government  by  the  agents  of  those 
who  own  capital  in  them  is  (apart  from  other  con- 
siderations) no  longer  compatible  with  economic 
efficiency,  which  of  these  methods  is  most  suitable 
will  depend  upon  the  character  and  circumstances  of 
each  particular  industry.  When  comparatively  little 
capital  is  required,  it  is  feasible  for  a body  of  workers, 
provided  they  include  the  whole  personnel,  to  assume 
functions  and  responsibilities  now  discharged  by  the 
employer.  Where  the  employer  is,  as  a general  rule, 
both  capitalist  and  manager,  his  hold  on  the  industry 
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as  a capitalist  can,  as  under  the  Foster  scheme,  be 
attenuated,  while  he  still  retains  his  position  as  one 
worker  among  others,  an  industrial  administrator. 
!■  But,  as  far  as  most  of  the  more  important  industries 

are  concerned,  both  these  conditions  are  exceptional. 
They  are  normally  conducted  by  salaried  managers 
responsible,  in  the  last  resort,  to  the  owners  of  capital, 
and  though  managing  directors  may  own  capital  in 
the  business,  the  greater  part  of  it  tends  to  be  held 
not  by  any  of  the  working  personnel  but  by  share- 
holders. In  such  circumstances,  neither  of  the  first 
three  courses  offers  any  solution.  The  personnel  of 
the  industry  is  helpless  without  the  capital,  which  they 
_ cannot  provide  themselves.  The  shareholder  who 

owns  the  capital  obviously  cannot  be  worked — as  the 
Foster  Committee  proposed  for  the  master  builder 
— into  an^  organisation  of  industry  under  which 
^ administration  is  vested  in  a body  representing  all 

' grades  of  producers,  or  producer  and  consumer  to- 

gether, for  he  has  no  purpose  in  common  with  them. 
When  the  Mining  Association,  through  Lord  Gain- 
ford,  their  chief  witness,  told  the  Coal  Commission 
that  if  the  owners  are  not  to  be  left  complete  executive 
control,  they  will  decline  to  accept  the  responsibility 
for  carrying  on  the  industry,”  they  blew  away  in  a 
sentence  the  whole  body  of  plausible  make-believe 
which  rests  on  the  assumption  that,  while  private 
ownership  remains  unaltered,  industrial  harmony  can 
be  produced  by  the  magic  formula  of  joint  control. 

^ In  my  judgment^  they  were  right.  When  large  capital 
is  employed,  as  in  mining,  which  is  in  the  hands  of  a 
I body  of  numerous  shareholders,  the  alteration  of  the 

government  of  the  industry  by  a movement  from 
I within,  which  appears  possible  in  a trade  like  build- 

ing, becomes  impracticable.  Either  the  proprietary 
rights  must  remain  as  they  are,  which  means,  if  the 
view  I take  of  present  tendencies  is  correct,  that 
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certain  industries  will  run  down  and  produce  at  less 
than  their  full  capacity  ; or  they  must  be  removed 
by  intervention  from  without,  by  being  bought  out 
simultaneously.  In  that  case,  what  the  shareholder 
receives  is  a fixed  income  which  is  in  the  nature  of  a 
first  charge  on  the  industry,  ^^'hat  he  surrenders  is 
the  right  to  profits,  including  any  increment  which 
may  take  place  through  the  future  development  of 
the  industry,  and  the  right  to  control. 

The  name  consecrated  by  tradition  to  that  process 
is  Nationalisation.  But  it  is  an  unfortunate  one. 

It  is  unfortunate,  because  it  covers  under  one 
ambiguous  word  two  problems  which  are  quite  dis- 
^ tinct.  The  first  is  the  question  of  ownership.  The 
second^  is  the  question  of  administration.  In  most 
discussions  of  the  subject  these  two  questions  are 
confused,  sometimes  deliberately,  more  often  merelv 
as  a result  of  confused  thinking.  Opponents  of 
nationalisation  burn  the  midnight  oil  in  proving  that 
management  by  State  servants  is  necessarily  inefficient, 
and  presumably  tremble  with  apprehension  when  they 
drop  their  demonstrations  into  the  pillar-box.  Its 
advocates  reply  that  it  is  efficient,  and  praise  God 
whenever^  they  use  a telephone.  These  controversies 
are  ingenious,  eloquent,  and  sometimes  even  amusing. 
But  they  are  beside  the  point.  Nationalisation  merely 
. means  the  transference  of  property  in  an  industry  to  a 
body  acting  on  behalf  of  the  nation.  It  is  not  an  end, 
but  a means  to  an  end,  and  when  the  question  of 
ownership  has  been  settled  the  question  of  administra- 
tion remains  for  separate  solution. 

That  solution  may  take  any  one  of  half-a-dozen 
different  forms.  The  system  of  organisation  set  up 
may  be  centralised  or  decentralised.  It  may  vest  con- 
trol in  the  hands  of  State  servants  or  in  the  hands  of 
members  of  the  professional  organisations  of  the 
industry  concerned,  or  in  both,  in  several  different 
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proportions.  It  may  give  the  consumers  of  the  service 
a predominant  place  on  the  bodies  governing  the 
industry,  or  it  may  give  it  to  the  producers,  or  it  may 
secure  that  they  are  represented  in  equal  proportions. 

It  may  make  the  industry  financially  self-contained, 
or  it  may  place  it  on  the  same  footing  as  the  depart- 
ments of  State  which  are  under  Treasury  control.  It 
may  rely  on  civil  servants,  trained,  recruited,  and 
promoted  in  the  ordinary  manner  ; or  it  may  create 
a new  type  of  public  service  with  rules  of  its  own. 

To  discuss  the  economic  merits  or  demerits  of  public 
ownership,  until  one  knows  what  particular  system  of. 
administration  it  is  proposed  to  establish,  is  therefore 
mere  waste  of  time  ; and  one  may  test  the  competence 
of  writers  on  the  subject  by  observing  whether  they 
recognise  that  truism.  In  the  majority  of  cases  they 
do  not.  Normally,  as  far  as  my  experience  goes, 
they  are  equipped  with  an  arsenal  of  catch-words — 
bureaucracy,  centralisation,  red  tape — which  are  used 
apparently  on  the  assumption  that  the  organisation 
and  management  of  any  nationalised  industry  must  ! 

for  some  mysterious  reasons  be  identical  with  that  of 
the  Post  Office.  Serious  students,  whatever  their  own 
bias,  will  recognise  that  this  kind  of  argument  ends  ■ 

just  where  the  real  problem  begins.  I have  no 
grievance  against  the  Post  Office,  though  doubtless, 
like  most  human  institutions,  public  and  private  alike,  it  - 
could  be  considerably  improved.  But  to  assume  that 
the  organisation  of  the  Post  Office  must  necessarily  or 
probably  be  that  of  every  other  nationalised  industry,  is  | 

as  reasonable  as  to  assume  that  the  organisation  of  the  I 

Imperial  Tobacco  Company  or  of  the  Meat  Trust  must  I 

be  that  of  every  industry  which  is  in  private  hands.  I 

The  question  whether  the  property  in  an  industry 
should  or  should  not  be  transferred  to  the  public  is 
a question  of  policy  which  can  be  settled  without 
prejudice  to  the  question  of  how  the  industry  should, 
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when  in  public  hands,  be  governed.  When  the  time 
^ has  arrived  and  it  appears  to  me  in  some  industries 
to  be  arriving  very  fast — when  the  mass  of  mankind 
are  no  longer  disposed  to  take  part  in  industry  on  the 
condition  that  its  conduct  is  settled  and  its  surpluses 
are  taken  by  those  who  own  capital  in  it,  the  extinction 
or  attenuation  of  private  ownership  becomes  a question 
of  immediate  practical  moment.  The  buying  out  of 
proprietary  rights  is  one  way,  though  only  one  way, 
in  which  that  change  can  be  carried  out.  Whether  it 
is  expedient  or  not  cannot  be  decided  by  reference  to 
the  deficiencies,  real  or  alleged,  of  civil  service  manage- 
ment, for  civil  service  management  is  not  a necessary 
corollary  of  public  ownership.  Nationalisation  is,  in 
fact,  the  beginning  of  a process,  not  the  end  of  it. 
Arguments  against  bureaucratic  administration  are  no 
more  valid  against  public  ownership  than  arguments 
against  the  deficiencies  of  (say)  the  L.  & Y.  Railway 
are  valid  against  private  enterprise.  If  they  are  sound 
— and  I think  they  often  are — what  they  prove  is  not 
the  undesirability  of  nationalisation,  but  the  desirability 
, of  avoiding  the  evils  of  over-centralisation,  red  tape,  and 
officialdom,  which  are  neither  confined  to  public 
administration,  nor,  if  care  is  given  to  organise  the 

service  so  as  to  avoid  them,  a necessary  concomitant 
of  it. 

The  beginning  of  wisdom  in  the  discussion  of 
nationalisation  is  then,  I suggest,  to  keep  the  question 
of  public  ownership  distinct  from  the  question  of  the 
form  of  administration  which  should  be  adopted.  The 
former  may  become  desirable  for  one  of  half-a-dozen 
reasons,  because  the  industry  is  a monopoly,  because 
(like  the  manufacture  of  armaments  and  sale  of  drink) 
it  is  too  dangerous  to  he  left  in  private  hands,  because 
unification  is  a condition  of  efficiency  and  unification 
in  private  hands  is  a menace  to  the  consumer,  because 
private  ownership  no  longer  elicits  efficient  work.  The 


latter  will  be  no  more  uniform  in  type  than  the  organ- 
isation obtaining  to-day  is  uniform.  Under  public 
ownership,  as  under  private  ownership,  the  type  of 
f government  and  constitution  will  necessarily  vary 

according  to  the  character  of  the  industry  which  is 
being  considered.  It  will  depend  on  whether  the 
industry  is  local  or  national,  whether  it  supplies  the 
consumer  direct  or  manufactures  intermediate  goods, 
whether  the  capital  used  is  large  or  small.  To  draft 
a constitution  for  an  industry  necessarily  involves, 
therefore,  a considerable  degree  of  specialised  know- 
ledge, and  cannot  carefully  be  done  in  the  air.  But 
a working  model  is  more  instructive  than  general 
statements,  and  perhaps  I may  be  allowed  to  conclude 
by  taking  as  a concrete  example  the  problems  which 
emerged  in  considering  the  organisation  of  the  coal 
industry  and  the  measures  by  which  it  was  attempted 
to  meet  them. 

Into  the  causes  which  led  Mr.  Justice  Sankey  and 
the  majority  of  the  commissioners  to  recommend  the 
nationalisation  of  the  coal  industry,  I will  not  enter. 
The  evidence  has  been  printed.  Any  one  can  read  it 
and  judge  for  himself.  I will  only  say  that  it  appeared 
to  me  that  three  broad  lines  of  argument  made  any 
other  conclusion  very  difficult.  The  first  was  the 
evidence  as  to  the  financial  wastefulness  of  private 
ownership  produced  by  Sir  Arthur  Lowes  Dickinson. 
He  produced  figures  proving  that  the  cost  of  getting 
coal  in  a given  quarter  varied  from  12s.  6d.  to  48s. 
per  ton,  and  the  profits  from  nil  to  i6s.  ; he  pointed 
out  that  these  differences  were  primarily  due  to  differ- 
ences in  the  accessibility  of  the  coal,  that  every  advance 
in  price  increased  the  surplus  received  by  the  share- 
holders in  the  better  mines  : and  that  if  that  surplus 
were  pooled,  prices  could  be  reduced.  The  second 
was  the  evidence  as  to  the  technical  wastefulness  of 
the  separate  ownership  of  3000  pits  by  1 500 


com- 


panies,  and  of  the  present  system  of  distributing  coal. 
^ The  third  was  the  fact  that,  the  psychology  of  the  men 
being  what  it  is,  there  is  no  probability  of  the  service 
as  at  present  organised  being  conducted  as  efficiently 
as  it  might  be  if  the  working  personnel  of  the  industry 
shared  with  representatives  of  the  public  responsibility 
for  its  success. 

Given  those  reasons  for  the  change  in  the  govern- 
ment of  the  industry,  the  obvious  questions  were  two. 
First : is  there  an  alternative  to  public  ownership 
preferable  both  to  it  and  to  the  present  system  } 
Second : if  not,  what  type  of  organisation  is  most 
likely  to  make  public  ownership  a success  ? The 
alternative  which  was  worked  out  in  greatest  detail 
was  that  advanced  by  Sir  Arthur  Duckham.  Broadly 
speaking,  it  was  that  in  each  area  all  existing  interests 
should  be  bought  out  and  transferred  to  a statutory 
- coal  corporation  or  public  utility  company,  which 
should  be  governed  by  seven  directors  (four  represent- 
ing the  owners  of  capital,  two  the  workmen,  and  one 
the  managers),  which  should  be  guaranteed  4 per 
cent  by  the  State,  and  should  be  limited  to  6 per  cent, 
and  which  the  State  should  (if  called  on  too  often  to 
make  good  its  guarantee)  have  a right  to  buy  out. 
The  proposal  has  some  merits  : in  claiming  to  base 
its  proposals  upon  it  the  Government  took  care  to 
avoid  including  them.  It  was  open,  in  my  opinion, 
to  two  very  serious  objections.  First : what  it  pro- 
posed was  the  creation  in  each  area  of  a publicly 
regulated  coal  monopoly.  There  is  a considerable 
volume  of  experience  as  to  the  regulation  of  monopolies 
by  external  intervention.  On  the  whole,  I think  it  is 
unfavourable.  Once  these  leviathans  are  established, 
the  intermittent  supervision  of  the  State  is  apt  to  be 
defeated  by  the  continuous  pressure  which  they  can 
exercise.  Second:  the  proposal  did  not  touch  what 
was  the  crux  of  the  present  crisis,  the  relations  of  the 
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mine -workers  to  the  owners.  They  would  still  be 
the  servants  of  private  shareholders.'  A third  party 
would  still  intervene  between  them  and  the  public. 
} In  such  circumstances  there  is  no  reason  to  expect 

that  the  difficulties  which  at  present  distract  the  in- 
dustry would  be  mitigated. 

Putting  that  alternative  on  one  side,  the  question 
remained  whether  it  was  possible  to  organise  the  in- 
dustry under  public  ownership  in  a way  which  should 
avoid  the  criticisms  of  over-centralisation,  bureaucracy, 
red  tape,  procrastination,  and  irresponsibility,  brought 
against  the  public  servant  and  his  ways.  The  evils 
which  have  been  elaborated  by  eloquent,  if  somewhat 
nai’f,  critics  for  the  last  six  months  are  the  ABC  of 
the  subject,  and  the  necessity  of  avoiding  them  was 
the  first  consideration  which  occurs  to  any  one  who 
is  concerned  in  drafting  a scheme  of  administration. 
All  of  them  may  be  embodied  in  it — none  of  them 
\ need  be.  It  is  a question  of  organisation.  There  was 

general  agreement  among  the  majority  of  the  commis- 
sioners upon  points  : — 

(i)  Administration  must  be  decentralised.  The 
critics  of  nationalisation  still  speak  as  though 
every  industry  which  passed  into  public  owner- 
ship must  necessarily  be  administered  by  a 
potentate  in  Whitehall.  Presumably  they  Will 
continue  to  do  so.  Whether  anything  of  the 
kind  has  been  proposed  for  any  other  industry 
I do  not  know.  As  far  as  the  coal  industry  is 
concerned,  what  is  contemplated  is  the  precise 
opposite.  Broadly  speaking,  it  is  that  there 

should  be  an  authority — a District  Council 

' each  coalfield  ; and  that  this  authority 

I should  be  responsible  for  the  working,  organisa- 

tion, equipment,  and  development  of  mines  in 
its  area.  The  relations  of  the  central  depart- 
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ment  to  it  would  be  that  it  would  demand  a 
certain  quota  of  coal  byway  of  output,  laydown 
those  rules  which  must  be  national  in  scope, 
but  otherwise  leave  upon  the  shoulders  of  the 
District  Council  the  responsibility  for  success. 

/ The  constitution  proposed  is,  in  short,  not 
Unitary,”  but  “ Federal.”  If  any  one  sup- 
poses that  a board  of  business  men  and  coal- 
miners in  Durham  will  collapse  on  the  receipt 
of  a letter  from  Whitehall,  they  know  very 
little  either  of  the  nature  of  their  countrymen 
or  of  public  administration. 

(2)  The  official  side  of  the  service  must  not  be 

organised  on  the  lines  of  the  existing  Civil 
Service.  The  Civil  Service,  in  my  opinion, 
does  its  work,  on  the  whole,  well.  But  it  has 
not  been  trained  or  organised  for  the  adminis- 
tration of  industry.  For  that  it  is  necessary 
to  recruit  a different  type  of  man,  and  to  give 
him  a different  training  and  conditions  of  em- 
ployment. That  is  perfectly  feasible.  In  the 
last  fifty  years  the  Civil  Service  has  changed 
profoundly.  There  is  no  reason  why,  for 
different  work,  it  should  not  be  changed  again. 

(3)  There  must  be  no  Treasury  control.  Treasury 

control  is  meant  to  secure  that  money  voted  by 
Parliament  is  spent  in  the  way  which  Parlia- 
ment intended.  It  is  therefore  out  of  place 
when  dealing  with  a reproductive  service. 

(4)  There  must  be  complete  publicity  as  to  costs, 

the  items  composing  them,  and  profits.  But 
this  I need  not  emphasise,  since  it  ought  to  be 
the  rule  in  all  industry,  private  and  public. 
Unless  this  is  the  case,  the  consumer  cannot 
tell  whether  prices  are  reasonable,  and  in- 
dustrial disagreements  are  necessarily  battles 
in  the  dark.  The  careful  secrecy  in  which 
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the  operation  of  most  industries  is  now  in- 
vested is  morally  indefensible  and  economically 
mischievous. 

(5)  The  bodies  administering  the  industry  must  be 
composed  to  a substantial  extent  of  representa- 
tives of  the  mine-workers.  That  is  crucial. 
The  vice  of  the  present  situation  is  twofold. 
The  mine-worker  has  no  effective  control  over 
conditions  on  which  his  own  comfort  and  well- 
being depend.  He  is  not  in  a position  to 
make  any  positive  contributions  to  the  progress 
and  improvement  of  the  industry.  He  ought 
to  be  able  to  do  both.  That  means  that  he 
must  have  responsibility.  And  if  he  is  to  have 
real  responsibility,  he  must  also  have  real  " 
power.  It  is,  indeed,  precisely  in  the  degree 
to  which  the  professional  organisation  of  the 
workers  in  an  industry  is  made  a partner  with 
the  community  in  its  conduct,  that  the  character 
of  the  service  is  likely  to  be  maintained. 

“ Does  a municipal  gas-stoker,”  it  is  some- 
times asked,  “ work  harder  because  he  works 
for  the  public  rather  than  a private  employer  ? ” 
Probably  not.  At  least  it  would  surprise  me 
if  he  did.  What  I should  expect  is  that  if  the 
gas-workers’  organisation  were  represented  on 
the  body  conducting  the  industry,  it  would  be 
able  both  to  assist  in  policy  and  to  maintain 
the  obligation  of  effective  work — if  it  became 
necessary  to  do  so — among  its  members.  At 
the  same  time  there  must  be  due  provision  for 
the  representation  of  household  and  industrial 
consumers  of  coal,  and  of  the  State.  The 
question  in  what  proportion  these  various 
interests  should  be  represented,  and  whether 
there  should  be  a separate  coal  consumers’ 
council,  is  important,  but,  once  the  principle  is 
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accepted,  it  does  not  present  any  very  great 
difficulties. 

It  would  be  unreasonable,  of  course,  to  expect  that 
controversialists  should  burn  their  literature  when  it 
is  no  longer  relevant,  and  I have  some  sympathy  with 
those  who,  having  based  their  opposition  to  public 
ownership  on  over-centralisation  and  bureaucracy,  find 
that  it  is  decentralised  and  not  bureaucratic  at  all. 
But  I submit  that  if  on  other  grounds  the  public 
ownership  of  coal-mining  and  certain  other  great  in- 
dustries is  desirable,  then  the  schemes  advanced  by 
Mr.  Justice  Sankey  and  by  the  Miners’  Federation 
show  that  it  need  not  be  accompanied  by  the  peculiar 
disadvantages  which  it  is  usual  to  ascribe  to  it.  To 
say  that,  however,  is  seriously  to  understate  the  case. 

I The  principal  industrial  question  of  the  immediate 
future  appears  to  me  to  be  whether  in  certain  great 
industries  a transition  can  be  effected  to  an  organisa- 
tion under  which  the  working  personnel  will  serve  the 
public  direct,  not  as  now,  at  one  remove,  and  will  bear 
a genuine  collective  responsibility  for  the  quality  of 
the  service  in  which  they  are  engaged.  That  transi- 
tion was  formerly  urged  on  humanitarian  grounds. 

^ To-day  it  appears  to  be,  apart  from  such  considera- 
tions, the  new  condition  of  efficiency. 

As  I read  the  situation,  the  type  of  industrial 
organisation  which  was  characteristic  of  the  last  half 
of  the  nineteenth  century  has  passed  its  prime.  The 
discipline  on  which  it  relied  to  secure  efficiency  de- 
pended in  the  last  resort  on  the  ability  of  the  manage- 
ment to  enforce  its  will  by  the  threat  of  dismissal, 
which  meant,  in  effect,  however  unpleasant  it  may  be 
to  admit  it,  by  hunger  and  fear.  That  discipline  is 
possible  to-day  no  longer,  and  will  be  less  possible  in 
the  future,  because  the  psychological  conditions — 
ignorance,  credulity,  diffidence,  passive  acquiescence 
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— which  made  it  possible  fifty  years  ago  have  dis- 
appeared. The  alternative  to  the  discipline  imposed 
from  above  is  the  discipline  of  professional  pride  and 
responsibility — that  the  workers  in  an  industry  should 
themselves  maintain  through  the  action  of  their  own 
organisations  the  quality  of  the  service.  It  is  im- 
possible for  working-class  organisations  to  play  that 
positive  and  constructive  part  in  industry  so  long  as 
it  is  conducted  primarily  for  the  pecuniary  gain  of 
those  who  own  property  in  it,  and  under  a manage- 
ment which  is  responsible  to  them  alone.  As  long  as 
that  type  of  organisation  obtains,  they  are  necessarily 
defensive  associations — an  opposition  which  never 
bears  the  responsibility  of  government,  and  so  long, 
it  is  to  be  anticipated,  the  malaise  by  which  industry 
is  harassed  to-day  will  continue.  Contrary  to  opinions 
often  expressed,  it  is  not  a result  of  the  war,  but  was 
.:onspicuous  before  it,  in  the  years  from  1910  to  1914. 
It  shows  no  sign  of  diminishing.  In  certain  great 
‘ industries — mining,  railway  transport,  and  building — 
le  future  progress  and  improvement  of  the  industry 
IS  been  definitely  stated  by  the  workers  themselves 
id  by  outside  observers  to  be  a change  in  the  con- 
stitution which  will  bring  them  into  a relation  of  direct  ‘ 
professional  responsibility  to  the  public.  It  is  possible, 

■ therefore,  that  it  may  be  necessary  for  the  public  to 
(choose  between  the  type  of  industrial  government  to 
which  it  has  become  accustomed,  and  the  changes 
which  are  necessary  to  secure  economic  progress.  It 
is  of  vital  importance  that  all  who  are  in  touch  with 
inxiustry  should  put  aside  preoccupations  and  should 
approach  the  subject  with  an  open  mind.  Without 
them,  the  problem  may  well  prove  insoluble.  With 
their  practical  experience  it  may  be  practicable  to  effect 
a transition  which  will  lift  our  whole  industrial  and 
social  life  on  to  a higher  plane. 


Printed  by  R.  & R.  Clark,  Limited,  Edinburgh, 
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